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Since 1968, Washington, D.C. has been experiencing
conversion of its rental housing stock to condominiums at
an accelerated rate. The purpose of this paper is to anal¬
yze the fiscal and socioeconomic impact of condominium conver¬
sion in the District of Columbia.
The principal source of data include primary and secon¬
dary statistics and studies compiled and researched by local
governmental and private agencies and the Department of
Housing and Urban Development.
This data provided a basis for comparing the fiscal
and socioeconomic impact of condominium conversion in vari¬
ous cities throughout the nation. Nationally, rental housing
conversions have not had as significant an impact in other
cities as in the District of Columbia. From this study the
writer was able to determine that rental housing conversion
in the District needs to be controlled until a legal decision
is made with regards to what percentage of the total housing
stock, as owner and renter occupied, would be desirable and
and equitable for District residents. Up until, and even
after, this decision is made, neighborhood organizations need
to form watchdog type committees to monitor powerful real
estate lobbying efforts in an attempt to provide an appro¬
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IntroductionI.
Condominium coversion is a relatively new urban
phenomenon which emerged in Florida during the 1960's and
spread to heavily populated metropolitan areas of the
United States. High levels of conversion activity are
frequently experienced in densely populated urban areas
where land is scarce and new housing construction very
expensive, static, or nonexistent. Conversion of rental
housing to condominiums does exacerbate the shelter prob¬
lem of lower and middle income residents who reside in
older, lower cost housing in cities with varying housing
shortages. However, due to the rising cost of energy
and housing in the suburbs, many upper-middle and upper class
residents are desirous of occupying inner-city housing to
reduce such cost. Condominium conversion, or "displacement,"
is nothing new in American society. Displacement has occurred
to many groups throughout this country's history--primarily
Indians, Blacks, minorities, and lower income citizens.
Current conversion activities in metropolitan Washington,
D.C., as well as the nation, exemplify an economic and
many times political struggle to gain or retain occupancy
of valuable real estate. Are changes in population and
type of housing classification (the legal and tax asses¬
sing difference between a single-owner rental building
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and multiple single-owner housing units) reflected in
tax revenues secured by the city government? What impact
does rental housing conversions have on the socioeconomic
composition of central city neighborhoods? If there is
a change in the socioeconomic composition of neighborhoods
will there be new public service demands? Does rental
housing conversion improve the overall housing stocks
condition? What effect does it have on low- and lower-
middle income rental housing in the District? These are
only some of many questions which should be answered when
city officials are formulating policy to confront the pro¬
blem of displacement as a result of condominium conversion
- 3-
A. Setting
Participation in the National Urban Coalition Summer
Internship Program, during a 3-month period in the summer
of 1980, exposed graduate interns to various levels of
public management. The writer was assigned to work as a
Legislative Assistant with Counci1 member Wilhelmina J.
Rolark, Ward 8 Representative to the District of Columbia
City Council, to observe the drafting of legislation and
the legislative process and its impact upon policy which
had been formulated by the D.C. City Council to address
social and economic problems in Washington, D.C. Exposure
to the drafting of legislation and the legislative process
contributed to the writer's understanding of how incremental
change can be brought about in a community through the
legislative power of city government. In the summer of
1980 there were many legislative and committee hearings
which focused on lower income housing in the District of
Columbia. In many instances legislation was formulated
to neutralize the influence private interests had on
shelter which housed the lower income residents of the
city. After four weeks into the internship, a decision
was made to do a study of the most controversial topic
before the D.C. City Counci 1--condominium conversion.
The study focuses on the impact of condo conversion upon
the socioeconomic character of neighborhoods, services
demanded, and revenues collected by the District of Col urn-
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bia Government. The possibility that conversions will
eventually have an impact upon the political composition
and direction of the city government has been ignored.
It is anticipated that this investigation will provide
insight in understanding condo conversion's impact upon
socioeconomic groups and financial management in the
District of Columbia Government.
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B. STATEMENT OF PROBLEM
The District of Columbia's housing market, charac¬
terized as limited and lucrative, is experiencing a grow¬
ing demand for inner-city housing from upper income groups.
The impact of affluent groups' reinvestments into the
District's housing market has been the displacement of the
less affluent as a result of increased housing cost--brought
about by increasing demand. The term "displacement" is
often used to describe the situation in reinvested neigh¬
borhoods (condo conversion) in which low and moderate in¬
come residents are forced, due to lack of economic resources
or the knowledge of alternatives, to leave their homes.
Reinvestment neighborhoods are those in which older dwell¬
ings are purchased and/or rehabilitated, frequently for
middle or upper income buyers. What attracts condo con¬
version to some neighborhoods in large cities and not others?
Studies have shown that intensive rental housing conversion
occurs in neighborhoods close to downtown, jobs, and shopping,
close to an institution such as a hospital or university,
or close to an area of physical beauty such as a river or
monument. It occurs along transportation lines where resi¬
dents can either walk or take public transportation to work.
In the case of Washington, D.C., the nation's capital, con¬
taining many important federal agencies, institutions, and
other urban amenities within limited boundaries, it is not
difficult to understand the pressure which high demands have
placed on the housing market. In short, there is a persis-
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tent housing crisis in the District of Columbia.
There is a severe shortage of 1 ower-midd1e income
rental housing available to the citizens of the District.
Condominium conversion has depleted rental housing stock for
lower-income residents. The most adversely affected tenants
are those who usually lack the ability to pay post-conver¬
sion costs, resulting in forced displacement, overcrowding,
disproportionate high housing costs, and the depletion of
affordable rental housing. Even the rumor of conversion
causes widespread fear, uncertainty, and psychological pro¬
blems among many tenants, especially the lower income and
elderly.
Compounding the problem is the fact that very few
rental units are being constructed or vacant units being
made available for rental occupancy. More units are being




This is an exploratory descriptive study of the fiscal
and socioeconomic effects of rental housing conversion in
the District of Columbia. In order to clearly understand
the fiscal and socioeconomic impact of condominium conver¬
sion on Washington, D.C., an analysis of the following five
factors was pursued: (1) the number of rental housing units
which have been converted, (2) changes in the physical con¬
dition of converted units, (3) pre- and post conversion
residents characteristics, (4) changes in tax revenues se¬
cured, and (5) changes in local governmental expenditures.
The principal sources of data were secondary studies,
reports, governmental publications, volumes, and committee
hearings. Primary sources included interviews and partici¬
pation in committee meetings and public hearings conducted
by the District Council.
The implications of condominium conversion on the
national level are examined in Section Two. Studies by the
Department of Housing and Urban Development, the District
of Columbia Legislative Commission on Housing, National
Urban Coalition, Advanced Mortgage Corporation, and Com¬
mittee hearings held by the United States House of Repre¬
sentatives and Senate, provide the basis for understanding
the realities of rental housing conversion in the United
States. Impact on tax revenues, housing, residents,
neighborhoods, buildings, and local governmental expend!-
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tures are summarized and used as the theoretical base for
this degree paper.
In Section Three, the housing market in Washington,
D.C. is examined utilizing studies by the Advance Mortgage
Corporation, the Community Association Institute, the Emer¬
gency Condominium and Cooperative Conversion Commission, and
the National Urban Coalition. Variables such as: the owner/
renter ratio, predominant age groups, household characteris¬
tics, operating costs (rental housing), market conditions
and controls, and inflation and tax incentives for home-
ownership, were extracted and summarized to present the
current state of the District's housing market.
An analysis of the impact of condominium conversion
in the District of Columbia is provided in Section Four.
The following studies provided substantive literature and
statistics: the District of Columbia Legislative Commission
on Housing, the Emergency Condominium and Cooperative Con¬
version Commission, the Department of Housing and Urban
Development, the National Urban Coalition, and the Depart¬
ment of Commerce. From these publications the number of
units converted, overall housing conditions, demographic
impacts on neighborhoods, tax revenues secured, and local
governmental expenditure patterns are derived.
Based upon the preceding analyses, the final section
provides a summarization and recommendations relevant to
the fiscal and socioeconomic impact of condominium conversion
in the District.
REALITIES OF CONDOMINIUM CONVERSIONII .
Conversion of rental housing to condominiums can
have various impacts on the communities and neighborhoods
in which they occur, on the renters whose homes are con¬
verted, and on the households of converted units. Com¬
munity and neighborhood impacts which are most frequently
attributed to rental housing conversions are those that
relate to tax revenues, the condition and composition of
neighborhoods, and the local housing stock.
Impacts on Tax Revenues
"Generally, well-planned, reputable conversions are
good for the community. They are usually accompanied by
property improvements and an increased tax base."^ Yet,
condominium conversion, despite proponents argument, does
not always "result in a substantial increase in property
tax revenues for local governments. Slight to moderate
increases in property tax revenues are gene'rally expe¬
rienced by larger metropolitan governments. The posi¬
tive fiscal impact in larger cities is due in part to
the volume of such activity. The fiscal impact of con¬
dominium conversion upon property tax revenues depends
primarily on effective property tax rates and assessment
changes which occur as a result of rental housing conver¬
sion.
^Jack Holeman, Condominium Management (Englewood
Cliffs, New Jersey: Prentice-Hall, Inc., 1980), p. 9.
-9-
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In the past decade, many states and the District of
Columbia have developed property tax relief mechanisms such
as homestead exemption and circuit breaker(legislation which
reduces the impact of property taxation on certain groups)
laws to ease the tax levied on low-income households of mostly
elderly residents. The states and jurisdictions which provide
such tax relief mechanisms in the end decrease the potential
level of local revenues and effectiveness of the tax rate.
Many states provide relief to homeowners regardless of age
or income. "In Louisiana, for example, up to $5,000 may be
deducted from the assessed value of all owner-occupied
housing in the state. Since assessed value equals only 10
percent of current market value, households in condominiums
2
valued at $50,000 or less pay no property taxes."
The Federal government also provides tax incentives for
condominium households. In a 1980 tax return publication by
the Department of Treasury's Internal Revenue Service,
condominium owners were informed that;
You may deduct real estate taxes assessed
by the local taxing authorities on your interest
in the land and common parts of the structure.
You also may deduct taxes on any other separate
dwelling unit you own and taxes on any other
separate interest you own, such as a parking or
storage space.^
2u.S. Department of Housing and Urban Development,
The Conversion of Rental Housing to Condominiums and Coop¬
eratives (U.S. Government Printing Office: Washington, D.C.,
June 1980), chapter 8, p. 2.
3 Internal Revenue Service, "Condominiums, Cooperative
Apartments and Homeowners Associations" (U.S. Government
Printing Office, November 1980), p. 3.
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lt also notified condominium owners that;
You may deduct interest on the mortgage on
your individual property. You may also deduct
mortgage interest on your share of the property
owned in common. If the project is subject to
a blanket (overall) mortgage, you may deduct the
mortgage interest for your share of the
mortgage.4
Because relief programs differ from state to state,
in the number of people, and the extent of coverage, the
impact of these programs on the potential revenues from
condominium conversion will vary. Property tax relief
programs, therefore, mediate the impact of conversions on
tax revenues.
Property assessment practices also condition the
impact of conversions on local governments revenues. Before
conversion, a rental property is usually assessed as a
single entity and assessment is based on the property's
income producing capacity or on current sales prices of
comparable real estate. After the conversion process,
"individual units may be sold for a total of more money than
would have been paid for the whole building as a single
piece of property."^ Generally, the aggregate assessment of
individual units in the converted building is greater than
the single preconversion assessment. The increase may be
due to tenure changes of the building and the value associ¬
ated with ownership, or it may be associated with extensive
^Ibid.
SHoleman, Condominium Management, p. 9.
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renovation which sometimes takes place during conversion,
or to both. Because methods and frequency of assessment
differ widely among localities, the implications of con¬
version on tax revenues secured will be affected by local
practices. For example, in Los Angeles, the assessed
value of all properties, rental and owned, is equal to
25 percent of their market value. Market value is deter¬
mined by the sales prices of comparable real estate. How¬
ever, in Baltimore, a rental property is assessed at 50
percent of the total market value and an ownership property
is assessed at a lower figure of 45 percent. It is clear
that different local assessment practices mean that the
conversion of comparable rental housing in each of these
cities would show different percentage changes in assessed
values and property taxes levied.
Local governmental officials have verified the fact
that conversions do provide additional revenes, however,
they also noted that actual dollar increases are small when
compared to a locality's total assessments. In a telephone
survey of 443 local governmental officials in February 1980,
the U.S. Department of Housing and Urban Development found
that;
In only 11 percent of all communities with
conversions (especially those between 100,000 and
one-half million in population] do local officials
believe that increased post-conversion assessments
have a "major" impact on the local tax base. Data
collected for this study in 13 cities with high
levels of conversion activity illustrate the
-13-
extent of variation in changed assessments that
accompany conversion, and the relatively small
impact that changed assessments have had on
communities. [See table 1).^
This table consists of pre- and post-conversion
assessments for 23 buildings, the data indicates that the
post-conversion percentage change in assessed values range
from +755 percent to -21 percent, with an average increase
of 139 percent. Half of the converted rental housing units
experienced an increase assessed value of 57 percent or
more. Excluding cooperatives, the average increase in condo¬
minium conversions is 152 percent, and 50 percent of con¬
dominiums had an increased assessed value of 78 percent or
more .
The result of these changes has been an increase in
the nominal property taxes owed by property owners. "Once
the condo is reclassified on the tax books, the property
7
tax is likely to double," and, in many instances the
increase in nominal property taxes parallels the increase
in assessed value.
For example, 8 of the 23 condominium properties
more than doubled in assessed value, and all but one
of these properties also doubled the nominal property
tax generated. Although most jurisdictions experi¬
ence an increase in real estate assessments as a
result of conversion, the increase is very small
compared to the total assessments existing in these
^HUD, The Conversion of Rental Housing to Condominiums
and Cooperatives, p. 6.
7
Genevieve Gray, Condos: How to Buy, Sell, and Live
in Them (New York; Funk and Wagnails, 1975), p. 28.
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TABLE 1
PERCENTAGE CHANGE IN ASSESSED VALUES







Baltimore + 643 4 , 643
Boston + 28 4 28
Boston + 26 4 26
Chicago + 49 4 48
Chicago 57 4 57
Denver ■f 225 4 225
Denver + 28 4 28
Houston 1/ 0 0
Houston + 205 + 205
Los Angeles + 294 + 294
Los Angeles + 78 4 78
Miami + 57 4 57
Mi ami 4 6 4 6
Minneapolis - 21 - 21
New Orleans 4 229 4 229
New Orleans 4 57 4 57
New York 2/ 4 2 4 2
New York 2/ 0 0
St. Paul 4 45 4 45
San Francisco 4 755 4 755
San Francisco 4 152 4 152
Seattle 4 110 4 81
Seattle 4 85 4 59
Washington, D. C. 1/ 4 1,250 4 967
Washington, D. C. 4 79 4 42
Mean All Cases (N°23) 4 139 4 135
Median All Cases 4 57 4 57
Mean All Condominiums
(N=21) 4 152 4 147
Median All Condominiums 4 78 4 78
V Accuracy of these data 1s questionable so they have been excluded from
calculations.
'll Cooperati ves.
Source: HUD, The Conversion of Rental Housing to Condominiums
and Cooperatives, (U.S. Government Printing Office; Washington,
D.C., June 1980), Chapter 8, p. 7.
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places. (See table 2.) Among SMSAs with the
largest amounts of conversion, only San Francisco
experienced a net increase in assessed values
greater than two one-hundredths of one percent
(.0002%) of total real property assessments as a
result of conversion occurring in 1978 and
subsequent reassessment.8
Although the totals are very small, they represent
additional property tax revenues year-after-year and prob¬
ably, will amount to a significant fiscal stimulus to local
governments in the future. The net impact is dependent,
partially on the volume of conversion activity and the
mediating effect of tax relief measures mentioned previously.
With some exceptions, conversion of rental housing stock
does not seem to generate significant tax windfalls for
local governments.
Impacts on Housing and Residents
In order to determine the impact of condominium con¬
version upon the socioeconomic character of residents and
the overall condition of neighborhood housing, the types of
conversion neighborhoods need to be examined. Generally,
there are three types of conversion neighborhoods which are
distinguished by location (central city or suburbs) and
stage of development (revitalizing or nonrevitalizing).
Various types of housing, depending on the level of renovation
at the time of conversion are associated with three neighbor¬
hood types: central city revitalizing; central nonrevitaliz¬
ing; and suburban nonrevitalizing. (See Exhibit 1.)
8
HUD, The Conversion of Rental Housing to Condominiums
and Cooperatives, pT 6~. ~~
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TABLE 2
ESTIMATED ASSESSMENT INCREASES DUE TO CMVERSION
























Baltimore $ 11.74 762 $ 1.604 .0001 .
Boston 19.32 2.224 486 .0001 310 .00004
Chicago 30.54 11,355 474 .0002 422 .00016
Denver 4.95 6,743 94 .0001 33 .00004
Houston 12.60 $.615 83 • 25 *•
Los Angeles 25.67 4,506 1.235 .0002 1,205 .00019
Ml ami 20.03 1.970 401 • 208 .00003
Minneapolis-
St. Paul 7.B9 1,703 146 * -340 -.00008
San Francisco-
Oakland 15.78 2,639 6,141 .0010 2,004 .00032
Seattle 21.32 2,826 446 • 427 .00005
Hashlngton. D.C. 10.69 3,761 356 .0001
Source: Property Values Subject to Locel General Property Texetlon In the United SUtes: 1978.kl.S. Bunau of the census, ^r1e$ CSS No. 92, Washington, b.C. 1979.
* ■ Less then one one-hundreth of 1 percent.
** ■ Less than .00001
2/ Of 2 buildings sampled; one building In Baltimore.
2/ Using the largest per unit Increase as the basis for calculation.
3/ Average of 2 buildings taag)1ed.




Three Types of Conversion Neighborhoods and the







Central City Economically Viabld Due to
Continued Private
Reinvestment.
Most Are in Good
Condition.
Minor Cosmetic Changes
(i.e.. Painting or Carpeting)
or Sold "As Is.”
Central City
Revitalizing
Central City Have Expenenced Decline
but Are Beginning to
Revitalize Due to Increased
Private/Public
Reinvestment.
Most Are in Good Con¬
dition but a Significant
Number Are Substartdard.
Most Undergo Minor Repair







Economically Viable Due to
Continued Private
Reinvestment.
Most Are in Good
Condition.
Minor Cosmetic Changes
(i.e., Painting or Carpeting)





of Rental Housing to Condominiums
-15-
Conversions can be distinguished by whether minor or major
renovations are involved; those involving major renovation
are more often found in central city revitalizing neighbor¬
hoods than the other two classifications.
Central city nonrevitalizing neighborhoods experience
steady and continued private investment and are economically
viable. Overall, the housing stock is well kept, and these
areas have not experienced significant socioeconomic change
in population during the last ten years.
According to a study by HUD involving local planning
officials in 48 central cities located in 37 SMSAs with
high levels of conversion activity, conversions have
occurred in nonrevitalizing neighborhoods in 30 of these
cities. (See exhibit 2.) For example, studies of con¬
version activity in San Francisco have shown that a large
number of conversions in this municipality have occurred
in economically stable neighborhoods. Median incomes,
housing values, and rents in these areas are higher than
citywide, and vacancy rates in these neighborhoods tend
to be equal to or below city averages. HUD's survey of
the neighborhoods in large cities of the United States
found that an overwhelming majority of them did not experi¬
ence changes in racial character from 1960 to 1972.
Demographic profiles of other nonrevitalizing neighbor¬
hoods in the overall study are similar to those in the
San Francisco study. The majority of residents are middle
EXHIBIT 2
Types of Neighborhoods With Significant Amounts of









O Central City Revitalizing Neighborhoods
• Central City Non-Revitalizing Neighborhoods
A Suburban Non-Revitalizing Neighborhoods
Miami
Source: Fieid research in the Nation's 37 largest metropolitan areas and indepth discussions with local
planners in 18 central cities with significant conversion activity.
HUD, The Conversion of Rental Housing to Condominiums, p. 14.
19
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or upper-middle income whites who are white-collar workers,
in professional or managerial occupations. Median incomes
in these neighborhoods are generally well above city
averages and, frequently, are among the highest in these
cities. Households tend to be singles or couples without
children. The majority of households are concentrated in
the 25 to 35 years and 65+ age categories. Single women
with middle or upper middle incomes make up a large per¬
centage of elderly heads of households in San Francisco as
well as in the U.S. Nationally, of 3,433,000 single female
heads of households in 1970, 2,066,000 were 65 years and
over. In 1978, of 5,288,000 female heads of households,
9
3,388,000 were 65 years and over.
Most residents of nonrevitalizing areas tend to be
midd1e-in come, white professionals, however, there are
exceptions. For example, residents of several nonrevitaliz¬
ing neighborhoods in Miami, Tampa, and Los Angeles are pre¬
dominantly Black, Asian, or Hispanic. Furthermore, in
Long Beach, California, most residents of various high
activity conversion neighborhoods are midd le-income whites
in nonprofessional occupations.
Central City Revitalizing Neighborhoods
Neighborhoods which have undergone sustained decline
in the past but until recently have experienced significant
^Department of Commerce, Annual Housing Survey: 1978
(Washington, D.C.: U.S. Government Printing Office, table A-1),,
p. 5.
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private or public reinvestment are classified as revitaliz¬
ing. The end result has been improved conditions of
residential housing stock in these areas. These neighbor¬
hoods are often in the oldest sectors of their respective
metropolitan areas and, in many instances are designated
as historic preservation districts. Multi-family resi¬
dential structures in these locations tend to contain no
more than 20 units and were built between the late 1800s
and the early 1930s. In the 1978 Annual Housing Survey,
of 25,182,000 housing structures in central cities of the
U.S., 10,9 10,000 were built in 1939 or earlier.Despite
a significant number of substandard or deteriorated struc¬
tures in these areas, the architectual design and the size
of units fequently have aesthetic appeal to residents. It
has also been noted prior to conversion activity, that some
of these neighborhoods have experienced changes in the over
all socioeconomic character of their inhabitants; middle-
and upper-midd1e-income, white homeowners have often dis¬
placed low- and moderate-income, minority renters.
Conversion activity has occurred in revitalizing
neighborhoods in one-third of the 48 cities in the nation's
37 largest SMSAs. (See Exhibit 2.) Most of these cities
are older urban centers in the northeastern or north-




vacancy rates in revitalizing neighborhoods experiencing
conversion tend to be equal to or lower than the city
averages. Rental markets are just as restricted in these
areas as in nonrevitalizing neighborhoods, given the low
vacancy rates.
In the last 10 years, revitalizing neighborhoods in
cities have experienced significant changes in their socio¬
economic profile and/or the quality of their residential
housing stock. Neighborhoods in Pittsburgh and Cleveland
were characterized in the early 1960s as containing mostly
low- or moderate - income residents, however, since then they
have experienced significant in-migration of middle- or
upper-midd 1 e-income professionals. Rental housing which
was usually classified as deteriorated or substandard 20
years ago, has been renovated largely through private
reinve s tmen t.
The socioeconomic profile of revitalizing neighbor¬
hoods involved in the conversion process is similar to
that of nonrevitalizing neighborhoods. Generally, new
residents tend to be predominantly white professionals
earning incomes equal to or above the city's median, yet
there are exceptions. For example, in Hartford, St. Paul,
and Chicago's South Shore area, most revitalizing neighbor¬
hoods experiencing conversion have median incomes below the
city averages. Many residents in these revitalizing
neighborhoods are service or clerical workers. Households
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tend to be smaller, without children, and many household
heads are 25 to 35 years of age, or 65 years or older.
There has not been perceived a clear relationship
between conversion and revitalization in these central city
neighborhoods. It has been noted that private reinvest¬
ment plus the targeting of local public funds to these
neighborhoods occur two to five years before initial con¬
version activity. It appears, contrary to prior belief,
that revitalization precedes conversion activity.
Frequently, sing1e-fami1y homes are the first struc¬
tures renovated. A common practice among developers is to
rehabilitate single houses prior to converting an abandoned
multi-family rental structure. Substantial amounts of
Federal and local housing and community development funds
are needed to encourage private reinvestment. Conversion
sponsored solely by private interests rarely takes place in
revitalizing neighborhoods.
Suburban nonrevitalizing neighborhoods will not be
examined in this study because the primary focus is on the
District of Co1umbia--which does not contain any suburbs.
Demographic Impacts on Central City Neighborhoods
According to local planners, most central city neigh¬
borhoods have experienced little or no change in their
general socioeconomic profile as a direct result of rental
housing conversion activity. "In those instances where
conversions have occurred in revitalizing neighborhoods.
-24-
18 local observers generally agree that changes in the
neighborhood demographic or housing profiles are more a
result of the overall process of revitalization than a
direct result of condominium conversion^^ "There are
increasing reports from scattered neighborhoods in cities
around the country that rehabilitation of older housing,
now occurring primarily in the private sector, is spurring
a rapid increase in neighborhood housing prices and thus is
forcing many low and moderate income people to leave their
1 2
homes." However, the relative impact of conversion even
on these neighborhoods, has been perceived by local officials
to be minimal.
Most housing market experts in localities experiencing
conversion activity have indicated that potential changes
in the demographic profiles of central city neighborhoods
are minimized because of sufficient housing alternatives in
the immediate vicinity. Former residents of converted
buildings, who move, frequently stay in the area. Yet, there
are exceptions; local officials in municipalities with
extremely low rental vacancy rates report that forced dis¬
placement usually means some difficulty in finding alter¬
native housing in the neighborhood for those displaced.
^^Ibid., p. 18.
1 2
"Neighborhood Transition Without Displacement,"
(Washington, D.C.: National Urban Coalition, 1979), p. 5.
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For many elderly people living on fixed incomes,
condominium conversion means displacement from homes
they may have lived in for years and being thrust
into an agonizingly tight, prohibitively expensive
housing market. For them, it can be a disaster.
Many inner-city areas populated by the elderly con¬
tain senior citizen centers which provide special
services. Moreover, the elderly generally live in
areas which are easily accessible to shopping, medical,
and other necessary basic services to the extent that
people cannot relocate in areas equally close to these
services, displacement due to conversion to condo¬
miniums will particularly affect them.^^
HUD, in order to assess the demographic impacts of con¬
versions on central city neighborhoods in general, did a sur¬
vey of households in buildings before and after con¬
version.
Pre- and post-conversion residents of central city con¬
verted buildings tend to be middle- or upper-middle-income
whites, ranging in ages twenty-five to thirty-five, who are
employed in professional or managerial occupations and who
frequently do not have school age children (See table 3).
However, there are some slight variations between the two
groups as shown in table 3.
Thus, while pre- and post-conversion residents in central
city buildings are more similar than dissimilar in their socio¬
economic character, small changes have occurred. Post-conver¬
sion residents are more likely to be white, non-elderly, and
have higher incomes than pre-conversion residents. The build¬
ings have become a little more segregated in terms of race.
1 3
Select Committee on Aging, House of Representatives,
Condominium Conversions: Hearing Before the Subcommittee on
Housing and Consumer Interests (Washington, D.C.: Government
Printing Office, May 1980), p. 3.
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TABLE 3







Non-Uhite Households 21 15
Incomes of Less Than $12,500 18 15
Incomes of $30,000 or more 31 38




Age 65 or Older 23 17
Households with Children 7 7
18 Ve«rs Older or Younger
Source; HUD, The Conversion of Rental Housing to Condo-
mini urns, p. 19.
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income, and age. The extent to which these changes affect
the overall neighborhood composition is dependent on the
level of conversion activity in the neighborhood.
The extent to which conversions are concentrated or dis¬
persed varies among cities. (See Exhibits 3-7.) In some com¬
munities, such as Chicago, conversions are concentrated in
certain sectors of the city, and the high level (800-4000
units) of conversion activity in several neighborhoods, pri¬
marily the "Gold Coast" along Lake Michigan, provides the
potential for neighborhood change. In Boston, conversions are
concentrated in certain sections of the city, but the low
level (1 to 50 units) of conversion activity in any given
neighborhood appears to be too low to have a significant impact
on socioeconomic character. At the other extreme, conversions
in New York are dispersed very widely throughout the city. It
is less likely that they exert a major effect on socioeconomic
characteristics in the neighborhood or city.
In addition to the degree of concentration, it is
necessary to consider other factors when assessing the
impact of conversion on neighborhoods: (1) the extent
to which former residents of converted buildings move
to new residences within the same neighborhood; (2)
the extent to which new residents of the converted
buildings have previously lived in the same neighbor¬
hood as the converted building; and (3) the extent to
which "long term" neighborhood residents initially
move to new neighborhoods, as a result of conversion
activity. The larger the proportion of former resi¬
dents who move elsewhere within the same neighborhood
or the larger the proportion of new residents who come
from within the same neighborhood, the smaller the
degree of change in the overall neighborhood profile
resulting from conversion.14
^4huD, The Conversion of Rental Housing to Condominiums
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Approximate1y 50 percent of all former residents
initially moved from a central city converted building to
a residence within the same neighborhood. (See table 4.)
Yet, movers to converted buildings were less likely to have
previously lived in the same neighborhood; 27 percent had
lived within the conversion neighborhood, while the balance
of these households lived in another neighborhood within the
city (34%), a suburb of the city (12%), or another city
entirely (27%). (See table 5.)
Figure 1 shows that most former residents of these
buildings had not lived in the neighborhood more than five
years, and almost one-half had lived there three years or
less. Current residents who were pre-conversion tenants,
were more likely to have lived in the conversion neighbor¬
hood longer: almost 40 percent of the continuing residents
versus 9 percent of former tenants had lived in the neighbor¬
hood for more than 10 years. (See figure 1.)
HUD'S survey of local officials revealed that conversion
does not usually contribute to significant shifts in the com¬
position of neighborhood residents. However, several former¬
ly all white, nonrevitalizing neighborhoods in the Dallas--
Fort Worth--Houston area have experienced some influx
of middle-income black professionals; and in Boston, middle
income whites and students are being replaced by upper-mid¬
dle income whites in the same neighborhoods. In St. Paul and
Hartford, conversions have attracted a number of upper- or
middle-income professionals to a revitalizing neighborhood
-34-
TABLE 4










Source: Survey of Current and Former Residents, op.cit.
TABLE 5







Same Neighborhood 27 2r
Same City 34




Source: HUD, The Conversion of Rental Housing to




Length of Residency in Neighborhood
Percent
Source: HUD, The Conversion of Rental
and Cooperatives, p. 27.
Housing to Condominiums
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whose residents were previously low-, and moderate-income
blue-collar households.
Housing Impacts on Central City Buildings and Neighborhoods
In general, local housing planners state that con¬
versions of rental housing has little short-term impact on
the condition of housing in central city nonrevitalizing or
revitalizing neighborhoods--high-quality buildings in sound
or improved condition are usually the primary targets of
conversions. Thus, most conversions in the central city
undergo minor repairs or cosmetic changes or are offered for
sale "as is." However, buildings in revitalizing neighbor¬
hoods are often in substandard condition and therefore
require major repairs. Major repairs are inclusive of
substantial work on, or replacement of, heating or air con¬
ditioning systems, roofing, plumbing, wiring, or even the
complete renovation of a gutted building. In the pamplet
entitled, "Questions about condominiums," HUD informs
potential buyers that;
Rehabilitation should comprise two parts,
restoration and improvements. The property should
have been restored to a "like new" condition and
any deferred maintenance corrected. Improvements
should include any that would enhance the liva¬
bility and marketability beyond the original design
of the property. These improvements might include
the addition of a clubhouse, swimming pool, or other
community facilities, and structural changes to room
composition. In multi-family complexes, emphasis
must be placed on replacing inadequate components
-37-
or systems that are buried in walls and other
common areas.
In most of the nation's central cities, most converted
condominiums are in high-rise (9+ floors) buildings that are
el even-twenty years old. (See table 6.) Generally, these
buildings are in good condition.
Both before and after conversion, most current
residents who were also preconversion tenants
believe that the building required only minor re¬
pairs. About one-third felt that the conditon of
their building had improved while over one-half
reported it to be in the same condition after con¬
version. In most cases, according to local obser¬
vers, repairs at the time of conversion are minor
or cosmetic in nature. In the minority of cases,
where major systems are replaced in the buildings
or where the buildings are completely rehabilitated,
they often are located in revitalizing neighborhoods.
Impacts on Local Governmental Expenditures
Condominium conversions may have additional fiscal impacts
not measured by changes in assessed values and property taxes.
Changed characteristics of the households who occupy converted
buildings may generate new demands for public services which
involves changes in the level of local expenditures. The
mobility patterns of those households involved in the conver¬
sion process can be a determining factor in whether the net
effect on the demand for services may or may not change; and
will be used in analyzing any service demand changes in the
^Department of Housing and Urban Development, "Ques¬
tions About Condominiums: What to Ask Before You Buy?"
(Washington, D.C.: Government Printing Office, U.S.,
June 1974), p . 18.
^^HUD, The Conversion of Rental Housing to Condominiums
and Cooperatives, p. 28.
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TABLE 6
AGE AND TYPE OF CONVERTLD BUILDINGS AS PERCEIVED BY
CURRENT RESIDENTS
Age of Building (years) Central City
%
Less than 5 1
5 to 10 23
11 to 20 50
21 to 30 4
31 to 40 2













Source: HUD, The Conversion of Rental Housing to Condominiums
and Cooperatives, p. 29.
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District of Columbia in section four of this paper.
If mobility patterns are constrained primarily within the
local jurisdiction experiencing conversion activity, then the
net effect on demands for services may not change.
Bryan Jones and Clifford Kaufman suggest that distri¬
bution within a given community is a function of four
basic influences: (1) the neighborhoods' population
characteristics; (2) the number and intensity of
political demands by service consumers; (3) the needs
of various neighborhoods; and (4) the institutional
arrangements and service ideologies of service pro¬
viders,^"^
The influence which will be examined in this study is: the
neighborhood's population characteristics.
First, individuals similar in race, class, religion, and
ethnic background usually group together by neighborhood.
Population similarities by neighborhood result in diverse
service needs and can generate different demands for
specific public services.
For example, a study of Berkeley, California, revealed
that police protection, health, and welfare services
were consumed disproportionately by poorer neighbor¬
hoods. Higher-income areas were heavier users of
libraries and summer camp programs.
The peculiarities of a specific urban locale will, in
part, determine neighborhood need. For example, the poor
need certain kinds of services that affluent neighborhoods
can do without. Poor neighborhoods receive more human
resources--we 1fare, food stamps, etc.--services than more
^^David R. Morgan, Managing Urban America (North




affluent neighborhoods. However, evidence suggests that
certain services, such as fire and police protection are
geared to respond on the basis of objective need.
The distribution of services is dependent on a number of
influences, and some neighborhoods are likely to receive more
than others. Is there evidence that low-income and minority
groups are systematically deprived in the delivery of public
services? The findings have been mixed. A study in San
Antonio reported that the lower-class were not systematically
discriminated against in the delivery of parks and fire protec¬
tion services. In regards to education, some studies suggest
that education in black and low-income neighborhoods receive
less resources to deliver this vital public service than middle-
income neighborhoods, while other studies have found that
various federally funded compensatory programs provide these
schools with more resources than middle-class schools. These
mixed findings have also been noted in regards to the delivery
of recreational facilities. Recreational resources may favor
poor neighborhoods in some places, whereas, in others the
affluent seem to benefit more.
III. THE HOUSING MARKET IN THE DISTRICT
Since the late 1960s, particularly the end of 1974, the
District’s housing market has been experiencing the effects
of increased demands from upper income households. The re¬
sponse of the real estate industry has been the conversion of
rental housing to condominium. Table 7 presents a quantitative
profile of the District's housing stock in 1970 and 1974,
based on Census Bureau data, and a profile of the stock in
1977 based on estimates of the District of Columbia Legis¬
lative Commission on Housing. The table shows that the total
number of housing units declined from 1970 (278,400) to 1974
(272,400 units) and then increased slightly from 1974 to 1977
(273,700 units). The proportion of owner occupied units in¬
creased from 28,2 percent in 1970 to 30.1 percent in 1974,
and the proportion of renter occupied units decreased from
188,500 in 1970 to 180,000 in 1974, and an estimated 178,000
19
in 1977. However, in the "Final Report" of the Emergency
Condominium and Cooperative Conversion Commission to the
Council of the District of Columbia, the commission acknow¬
ledges that the housing market in D.C. has been responding
to other forces which have had the effect of reducing the sup¬
ply of rental housing and making it more expensive. Therefore,
1 Q
District of Columbia Legislative Commission on Housing,
D.C. City Government, "Final Report," (Washington, D.C.;
Government Printing Office, July 1978), p. 143.
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TABLE 7
PROFILE OF THE OCCUPIED AND THE HABITABLE UNOCCUPIED HOUSING













1970 278,400 262,500 94.7 74,100 28.2
1974 272,400 257,000 94.6 77,700 30.1












1970 188,500 71.8 5.3
1974 180,000 69.8 4.5
1977 178,000 00 4.5
Source: District of Columbia Legislative Commission on Housing, D.C. City Government,
"Final Report," (Washington, D.C.: Government Printing Office, July 1978), p. 144.
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conversions are only a part of the cause for the great anxiety
placed upon thousands of renter households about whether they
will be able to remain in their homes, and, if forced to move,
whether they will be able to find and afford other rental
housing in the District.
Other factors which have had an impact upon the number of
rental housing units available are: (1) increases in owner¬
ship households, decreases in rental housing units; (2) en¬
trance of the "Baby Boom" generation into the District's hous¬
ing market; (3) changes in the characteristics of District
households (increase in 1 and 2 person households; decrease in
all larger households); (4) increase in the cost of operating
rental housing; (5) the housing industry's response to market
conditions and controls; and (6) inflation and tax incentives
for homeownership.
(1) Increases in Ownership Households
Between 1970 and 1977, the number of persons
living in the District decreased by 9 percent, from
756,500 to 692,000. During this period, the number
of households in the District increased from 253,100
to 254,000, an increase of less than 1 percent.
Although the District's population declined during this period,
there was need for a larger number of housing units in 1977
than in 1970, However, the size of the city's housing
stock did not increase--it decreased. According to data from
the Annual Housing Survey: 1974 and the "Final Report" of the
2 0
Marcia R. Kunen,"Dynamics of Change: 1970-1975"(Washing¬
ton, D.C.: Municipal Planning Office, August 1978 (unpublished),
p . 2 .
44
D.C. Legislative Commission on Housing to the Council of the
District of Columbia, July 1978, the District's total housing
stock declined by 2 percent, and the rental housing stock,
which shelters the majority of D.C.'s low and moderate income
households, decreased by 6 percent. (See table 8.) An in¬
crease in the number of households and a decrease in the number
of rental housing units, in a market with a low vacancy rate
and a low turnover rate, produces an increase in competition
among households seeking rental units. And as Washington
D.Cls Mayor Marion Barry stated, at a hearing on Condominium
Issues before the Subcommittee on Housing and Urban Affairs of
the Committee on Banking, Housing, and Urban Affairs of the
United States Senate on June 28, 1979:
We encourage homeownership, and condominiums are
certainly a form of homeownership, but the problem is
that the price of increased homeownership usually in¬
cludes the displacement of lower income househoIds.^^
Because of limited economic resources, low and moderate in-r
come households are at a great disadvantage in central city
housing competition.
The fact that the decrease in rental housing units was
much larger than the decrease in the total stock means that
D.C. experienced an increase in the number of ownership units
during this period. Due to astronomical prices being paid
for ownership units in D.C. during this period, the expansion
21
Committee on Banking, Housing, and Urban Affairs, Unit¬
ed States Senate, "Condominium Housing Issues: Hearing Before
the Subcommittee on Housing and Urban Affairs," (Washington,
D.C.: Government Printing Office, June 1979), p. 5.
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TABLE 8
DISTRICT OF COLUMBIA'S HOUSING STOCK, 1970-77
1970^ 1977^ % Change
Total Housing Units 278,400 273,700 -2%
Rental Housing Units 199,100 186,400 -6%
Annual Housing Survey: 1974
"Final Report" of the D.C. Legislative Commission
on Housing.
of the ownership housing market offered few, if any, oppor¬
tunities for low and moderate income renter households.
C2) Entrance of the Baby Boom Generation into D.C. Housing
Market
The D.C. Legislative Commission on Housing concluded that
it is primarily the entrance, of a large number of persons
born during the post-World War II baby boom into the District's
housing market, which is responsible for the city's booming
housing market. The Commission, for example, found that in
1974 two out of every three households who moved into housing
in the District had a head of household thirty-five years of
age or younger.
The Commission reported that young adults are migrating
to the District from all over the United States, attracted by
the viable job market in the city and the adjacent communities.
Newly formed households, headed by young adults,
account for a higher proportion (75 percent) of
all households entering the District's housing
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market than in any other cities. In 1974, newly
formed households accounted for 42 percent of all
the households which moved into housing units in
the District; the comparable figure for all central
cities in the United States that year was 29 per¬
cent .
Many members of the baby boom generation migrating to the
District are upwardly mobile, well trained young professionals
with bright earning prospects in the capital's strong govern¬
ment and government-related job market. The Commission found
that newly formed households account for twice as large a pro¬
portion of residential purchases in the District as in other
inner cities. "Here, newly formed households acounted for
over 24 percent of home sales in 1974; the figure for all
United States central cities that year was 12 percent.
The baby boom generation is so large that at
the same time its members were having a dispropor¬
tionate effect on the ownership market, they were
also having a substantial impact on the rental mar¬
ket. In 1974, newly formed households accounted
for 43 percent of all the households which moved
into rental units in the District. And, of all house¬
holds which moved into a rental unit in the District,
over two-thirds (67 percent) were headed by a person
thirty-four years of age or younger.
As mentioned previously, the number of households in the
District increased slightly between 1970 and 1977. Yet, the
Legislative Commission on Housing found that for every renter
who moves from the D.C. suburbs into the District, three
Emergency Condominium and Cooperative Conversion Com¬
mission, D.C. City Government, "Final Report" (WashihgtoTi,





residents move from the District to the suburbs. This incon¬
sistency is greater among homeowners. It has been estimated
that, for every homeowner in the suburbs who moves into the
District, four D. C. homeowners relocate to the suburbs.
Therefore, in view of the facts (a) that far more
households moved from the District to the suburbs
than vice versa, and (b) that very few households
moved into the District from outside the metropoli¬
tan area, the only way that the number of households
in the District could have increased is through the
formation of households by persons already living
in the District.^5
(3) Changes in the Characteristics of District Households
The major changes in the character of District households
has been an increase in one- and two-person households; de¬
creases in all larger households; and the number of female
headed families. In the report Dynamics of Change: 1970-1975,
Marcia Kunen states that the largest change in the District's
population from 1970-77 was the 15 percent increase in the
number of persons aged twenty-five to thirty-four. People in
this group were born during the baby boom following World War
II, and they are having a significant impact on the District
of Columbia's housing market. The other age group which in¬
creased during this period were those sixty-five or older,
though not as dramatically. These age groups, particularly
the twenty-five to thirty-four-year-olds, were participants in
the fastest growing household sizes in D.C.: one and two-
person households.




one- and two-person households were the only sizes of house¬
holds which experienced an increase in number between 1970-74.
The table also shows that during this period, the larger the
household, the greater the percentage by which it declined in
numb er.
TABLE 9
THE IMPLICATIONS OF HOUSEHOLD SIZE IN THE DISTRICT: 1970-74
Percentage Change in Number








Source of Data: Annual Housing Survey: 1974
Female headed families, aside from single persons house¬
holds, make up the other rapidly growing household type in the
District. Taking note of table 10, the number of households
headed by females has increased steadily, but the increase in
this category has been increasing rapidly since 1970. While
the number of families in the District of Columbia declined
by approximately 3 percent during the period 1970-76, the
number of female headed households has increased 37 percent,
nearly offsetting the 16 percent decrease in the number of
male headed households. (See table 10.) In 1970, three of
four families were headed by a male, however, by 1976, less
than two of three were headed by a male.
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During this same peridd, the number of families with
children declined by 5 percent--slightly larger than the de¬
cline in the total number of families (-3 percent).
TABLE 10
INCREASE IN FEMALE HEADED FAMILIES, 1970 TO 1976
1970 1976
Percent






































Source; Marcia Kunen, "The Dynamics of Change : 1970-76, It
unpublished report, government of the District of
Columbia, Office of Planning and Development,
August 1978.
This change between 1970 and 1976, in the proportion of
families headed by males and females, is substantial. The
number of male headed families with children decreased by 24
percent while the number of female headed households in¬
creased by 41 percent.
The contest between socioeconomic groups over the current
housing supply is clearly not a competition between equals.
Higher income households, without children and with more dis¬
cretionary income, can bid the price of housing beyond the
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the reach of lower income households. The real estate industry
is converting rental housing for the highest bidders. Single
male professional and manager households, and childless two-
person, two-income households, are likely to have their housing
needs satisfied; however, families with children, especially
those headed by a female, and elderly single female households
are least able to struggle in an abnormal housing market.
(4) Increases in the Cost of Operating Rental Housing
The increasing cost of operating rental housing has con¬
tributed to the movement towards conversions. This economic
pressure is due, largely, to an economy which has experienced
double digit inflation since the mid-1970s. "The rents that
can be obtained are often not sufficient to pay operating
costs, maintenance, debt service, and allow a reasonable re-
2 6
turn on equity." In 1978, the average operating expense for
a townhouse rental unit was $129.89; total expenses (adminis¬
trative, $65.51; repair and maintenance, $170.76; fixed,
2 7
$65.61) averaged $469.64 in the District. In 1979, in the
District, the average operating expense for a single town-
house rental unit was $218.12; total expenses (administrative,
$119.67; repair and maintenance, $324.33; fixed, $84.77)
averaged $603.74. Operating expenses per unit for low-rise
structures with twenty-five plus units averages $565.18, and
2 6
Select Committee on Aging, Condominium Conversion
(Washington, D.C.: Government Printing Office, May 1980), p. 5.
2 7
Institute of Real Estate Management, Expense Analysis:
19 78 (Chicago, Illinois; Citicorp Finance Corp.), p. 14.
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an average of $1,147.53 total expenses (administrative,
$151.93; repair and maintenance, $348,46; fixed, $69.39) per
unit. Water/sewer ($64.14 - $184.00 per unit) and rubbish
removal ($39.59 - $53.33 per unit) were the most expensive
services in the operating expenses (elevator, heating, fuel,
electricity, natural gas, exterminating, window washing, mis¬
cellaneous) category.^® Rising inflation will continue to
raise the cost of operating rental housing, and thereby, con¬
tinue to deprive low- and moderate-income residents of the
rental and ownership housing market in the District. The
result in many cases is that rents increase faster than ten¬
ants incomes, and the apparent trend is toward conversions.
For many D. C. rental property owners, no projected
amount of rental income, allowable tax depreciation,
property appreciation, or tax sheltering can equal
the return received on the sale of their properties
for conversion. Strong demand for the kinds of hous¬
ing represented by condominium and cooperatives, com¬
bined with potentially large profits, has made con¬
vertors willing to pay prices for rental properties
that are far in excess of what these buildings could
command based on continued use as rentals.^®
(5) The Housing Industry's Response to Market Conditions
and Market Controls
The large increases in operating costs are a mutual con¬
cern of landlords and tenants. Landlords and tenants alike.
2 8
Institute of Real Estate Management, Expense Analysis:
1979 (Chicago, Illinois: Citicorp Finance Corp.), p. 14.
29
National Real Estate Investors, "Condo Conversions
Having Little Impact, According to Study" (Chicago, Ill.:
October 1980), p. 24.
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realize that operating costs in a multi-family rental struc¬
ture may increase to a point beyond the paying ability of
low- and moderate-income occupants. And when this happens,
the profitability of rental housing investments fall below
landlords' expectations. Compounding the problem, from the
real estate industry's viewpoint, is the D. C. rent Control
program which regulates the amount by which rents may be
raised, and also denies the flexibility that landlords have
had with respect to the timing and implementation of rent in¬
creases. In the District of Columbia,
... initial conversion regulations in 1976-77 were
designed to limit conversions to high rent buildings
or to buildings with a majority of the tenants con¬
senting to conversion. In three years under the
various local laws, the angual rate of conversions
has continued to increase.^®
In response to this continuing trend and to this crisis, the
D.C. City Council has passed emergency bills which impose a
ninety-day emergency moratorium on condo conversions. Land¬
lords, like many D.C. government officials, can see that
there is an increasing demand from upper income households
which want to live in central cities. Rent control programs
frequently tend to make it difficult for landlords to raise
rents to the level necessary to make low and moderate income
rental housing attractive--through rehabilitation and renova-
tion--to upper-income households--whose incomes are able to
keep pace with increases in operating costs, and thereby.
30
Committee on Banking, Housing, and Urban Affairs, United
States Senate, Condominium Housing Issues, p. 6.
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raise the profitability of landlords' investments.
The result of this situation has been an increasing num¬
ber of landlords becoming interested in selling their rental
housing investments. Yet, operating costs and rent control
programs, have produced a weak market for those properties as
rental housing in the District. However, there is a strong
market for suitable buildings which are eligible for conver¬
sion to condominiums. Therefore, from the landlords view¬
point, the conversion of rental housing units, or the sale
of a building to a convertor is the most profitable route.
Conversion is the vehicle by which the expanding demands of
higher income households can be met in the central city
housing market.
Although rent control programs are a factor in many
landlords' decisions to convert, many local governments com¬
missions on housing believe that economic conditions impacting
on the central city housing market are the primary cause of
rental housing conversions. If rent controls were abolished,
the number of conversions might decline, however, it appears
likely that rents of many buildings would increase. The end
result in either case would be the cost of housing for low
and moderate income households would rise beyond their econo¬
mic capability, and they would be displaced.
(6) Inflation and Tax Incentives for Homeownership
As discussed previously, many of the new households in
the District are for the most part young, upwardly mobile
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professionals whose numbers and economic potential generate
a strong demand pressure on the city's housing market.
As their incomes go up as the result of career
advancement and inflation, they move into tax
brackets in which they need the tax advantages
of homeownership. And, as inflation pushes rents
up, ownership looks more and more attractive to
them.
The fact that neither the local, state, nor federal income
tax systems are indexed for inflation, households are forced
into higher tax brackets much faster than would otherwise be
the case. The United state's inflationary economy is pushing
more and more urban renter households into this position,
thus increasing the demand for ownership housing. Rising
home prices in the District, as in many cities, escalate
faster than the rate of inflation, thereby making the invest¬
ment aspect of homeownership more appealing to renter house¬
holds. Therefore, many of the economic forces that have
caused landlords to be interested in converting rental hous¬
ing into condominiums are also causing an increase in the
number of renters interested in becoming homeowners.
It seems that conversions are catering to the inte'rest
of landlords and the upper income households purchasing them.
The extremely high prices for which many units are selling,
must be profitable to landlords and convertors. There are
tax advantages to the purchasers and, if the strong demand
for converted units continue, they will also prove to be good
31
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Meanwhile, low and moderate income renter households,
whose rent payments have made rental buildings profitable
investments for years, are witnessing large portions of the
housing they have occupied soar beyond their economic capa¬
bility .
IV. THE IMPACT OF CONDO CONVERSIONS
IN THE DISTRICT
Five important areas which are affected by rental housing
conversion will be examined in coming to a conclusion on the
impact such activity has had in the District of Columbia; (1)
the number of units converted, (2) changes in the condition
of the housing stock, (3) changes in the demographic profiles
of neighborhoods, (4) tax revenues secured by the local govern¬
ment, and (5) changes in local government expenditures.
(1) Units Converted
According to the 1970 Census, the District of Columbia's
population declined 9 percent between 1970 and 1978 (from
756,610 to 676,100), yet, the number of households--as pro¬
jected by the Center for Municipal and Metropolitan Research
--grew by 18 percent within that same period.
Since 1977, more than eight thousand rental units in
the District of Columbia have been converted to con¬
dominiums or cooperatives, more than nine thousand
additional units have not yet been converted but have
been declared eligible to do so and applications for
six thousand more units are pending.32
In analyzing the percentage of the total housing stock which
has been affected by condo conversion,
... the eight thousand units which have been converted
represents a 4.5% of the District of Columbia's 1977
32
Council of the District of Columbia, "An Act: D.C. Act
3-204" (Washington, D.C.: June 27, 1980), p. 3.
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rental stock, and the fifteen thousand units subject
to conversion represents an additional 8.3%. These
trends have been throughly investigated and docu¬
mented by two legislative study commissions: the
D.C. Legislative Commission on Housing and the Emer¬
gency Commission on Condominium and Cooperative
Conversion.^3
In the publication, U.S. Housing Markets, it was noted during
the first half of 1979 that,
... housing data reported 4,300 condo converted apart¬
ment sales in 1978. D.C. has lost 20,000 of original
170,000 rental stock in five years; conversions now
run 2,000 - 2,200 a year despite city code restrictions
excluding lower price ranges and giving first refusal
and waiting periods to tenants.^4
The District of Columbia, in the 1970 Housing Census, con¬
tained 278,400^^ housing units, yet, in 1980 the District
had only 276,707,^^ a loss of 1,693 (-0.6) housing units..
Furthermore, it has been estimated by the Department of
Housing and Urban Development that approximately seven per¬
cent of Washington's rental stock has been converted.
Condominium conversions have altered the ownership/
rental ratio significantly.
One Washington developer noted that in 1972, the
ownership/rental ratio was 27:73; by 1979 it had
changed to 35:65 and by 1990, the developer predicted
that ratio would be 50:50.^^
Kunen, p. 3.
34in^arning: Condominium Ownership May Be Dangerous to
Your Health, Wealth, and Peace of Mind." Vincent J. Hubin et
al. Dow, Jones, Irwin, Inc., Homewood, Illinois, 1976, p.74.
35
U.S. Department of Commerce, Annual Housing Survey:
1974, p. 3.
36
Ibid., 1980 Census of Population and Housing: D.C.,
April 1981, p. 4.
37
HUD, The Conversion of Rental
and Cooperatives, Appendix 1, p. 377.
Housing to Condominiums
Other housing experts agree that the city is shifting to more
owner-occupied housing, thereby resulting in massive displace¬
ment of low and moderate income households in the future if
the D.C. City Council does not enact some measures to preserve
rental housing.
Overall Housing Conditions
In Washington, D.C., initial conversions occurred in
well-maintained moderate- and upper-income northwestern neigh¬
borhoods where there existed a high ratio of owner occupied
households and where little revitalization was necessary. In
neighborhoods where there is a high ratio of homeowners;
"It is almost always in the economic self-interest of homeown¬
ing households to take good care of their homes, for most
3 8
owner households their home is their largest single asset."
The northwest section of the District was the initial starting
point of conversion because of the City Council's enactment of
legislation which restricted conversions to "high rent" build¬
ings .
As a result, most conversions were limited to moderate
and high rent buildings, 15 to 30 years old, with 50
to 150 units, and in good structural condition. Many
of these buildings were located in the vicinity of Con¬
necticut Avenue in northwest Washington.^^
Exhibit 5 presents a map of the District of Columbia and
various levels of conversion activity occurring throughout the
^^District of Columbia Legislative Commission on Housing
to the Council of the District of Columbia (Washington, D.C.:
Government Printing Office), p. 273.
^%UD, The Conversion of Rental Housing to Condominiums
and Cooperatives, Appendix 1, p. 363.
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District. The northwest sector has overwhelmingly experienced
the most conversions in the District. As noted earlier, cen¬
tral city nonrevitalizing neighborhoods experience steady and
continued private investment and are economically viable.
Median incomes, housing values, and rents in this area are
higher than citywide. Whenever rental housing units were con¬
verted, minor or cosmetic repairs were all the process involved.
Therefore, initial conversion activity, from the late 1960s
to the early 1970s, in the District did not substantially in¬
crease the quality of the housing stock.
However, in the mid-1970s, conversion activity spread to
revitalizing neighborhoods, most of which had already expe¬
rienced the private rehabilitation of single family houses.
Revitalizing neighborhoods are those which have undergone sub¬
stantial private or public reinvestment. The majority of con¬
verting rental structures are substandard or deteriorating.
Major repairs or structural improvements are needed before
these buildings can be inhabited. Conversions in revitalizing
neighborhoods exposed the exploitiveness of convertors and the
real estate industry in Washington, D.C. The Department of
Housing and Urban Development, during this time, warned pros¬
pective buyers that:
... notwithstanding the reputable majority, it should
be kept in mind that there are some speculative opera¬
tors who might be attracted by the consumer charac¬
teristics of the condominium concept. Such operators
might attempt to use it as a 'dumping ground' for
undesirable properties that prove no longer market¬
able for rental or investment purposes.The
^^HUD, "Questions About Condominiums" (Washington, D.C.:
Government Printing Office, 1978), p. 18.
60
prospective purchaser in a conversion offering should
make a comprehensive investigation of the physical
condition of the building. Many an older structure--
primarily in revitalizing neighborhoods--has been
made to look especially attractive with a new coat
of paint, some minor alterations, or the installation
of new kitchens, cabinets and appliances. These
relatively low-cost innovations can serve to hide or
disguise the imminent need for major repairs and re¬
placements
Yet, condominium conversion in revitalizing neighborhoods,
primarily in the south-northeast and southwest sectors of the
District has improved the quality of housing in these areas
which have experienced sustained decline in the last two
decades. It is these neighborhoods which have experienced
the greatest improvements in housing conditions and, therefore,
upgrades the District's overall housing stock.
(2) Demographic Impact on Neighborhoods
Condo conversion has had a slight effect on neighborhood
income, race, and age mix. In neighborhoods experiencing con¬
version, the average incomes in those areas rose, since the
people residing in such neighborhoods generally had at least
moderate incomes. "The initial impact in 1977 and the early
part of 1978 had the greatest impact in the Connecticut Avenue,
Dupont Circle area which is predominantly white.Initial
conversion neighborhoods witnessed a slight change in racial
composition in that some middle-income blacks purchased condo¬
miniums in what had often been all white neighborhoods. "But
^^Vincent Hubin, p. 74.
Committee on Banking, Housing, and Urban Affairs, U.S.
Senate, Condominium Housing Issues, p. 18.
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the middle part of 1978 until now, it (condo conversion) is
A 2
having a large impact in the predominantly black areas."
Recent conversion activity has been occurring in revitalizing
neighborhoods which in turn has meant the displacement of low
and moderate income minorities and whites. The elderly popula¬
tion of the District of Columbia has also been negatively
impacted by rental housing conversions. In 1970, the District
had 6,100 two-or-more-person renter households in the sixty-
five years and over category; for one-person households, 14,500
While in 1977, there were 4,400 two-or-more-person renter house
holds in the sixty-five or older category, a decline of 1,700
such households. Whereas, there was an increase in one-person
renter households in the sixty-five and over age category to
4 4
15,200, of which 11,300 were female.
Elderly households were reported to constitute a large
portion of 65 households identified as displaced from
Capitol Hill in Washington, D.C. Certain studies found
that the numbers of elderly declined during rehabilita¬
tion. Washington's Development Economics Group reported
that 45 percent of households moving from apartment
buildings undergoing condominium conversion were
elderly.
Therefore, condominium conversion has segregated buildings more
rigidly in terms of race, income, and age. Postconversion
residents are more likely to be white, non-elderly, and have
higher incomes than preconversion residents.
4 3
Ibid.
4^Select Committee On Aging, House of Representatives,
Condominium Conversions, p. 3.
/ ..
45
Development Economic Group, "Condominium and Coopera¬
tive Conversion in the District of Columbia" (Washington, D.C.:
Parish and Pine, Inc. 1979), p. 3.
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(4) Tax Revenues Secured by the Local Government
"Condominiums have provided Americans with a new source of
attractive and affordable homeownership, and have bolstered the
4 6
tax revenues of many communities." Condominium conversions,
it appears, has increased the District of Columbia's tax base
slightly. A report, by the Development Economics Group in 1979
on conversion activity in Washington, examined changes in
property tax levels between fiscal years 1972 and 1979 for
twenty buildings containing approximately 1,755 units converted
in the late 1970s. "The tax bill for the 20 buildings in 1972
was $500,916; by 1979, after conversion, the property taxes
4 7
rose to $1,091,089, an increase of $590,242." The Develop¬
ment Economic Group's report also observed that a 50 percent
increase occurred even though 1,114 households took advantage
of a $9,000 homestead exemption enacted by the city in 1977.
HUD'S national study on condo conversion entitled. The Conver¬
sion of Rental Housing to Condominiums and Cooperatives, noted
that, "In Washington, D.C., the average property tax increase
of $466 per converted unit per year is estimated to yield
4 8
additional tax revenues of more than $1.4 million annually."
Furthermore, the District of Columbia secures additional
revenue through a 1 percent recordation tax it places on all
Committee on Banking, Housing and Urban Affairs, U.S.
Senate, Condominium Housing Issues, p. 378.
yj 7
Development Economic Group, p. 5.
^^The Conversion of Rental Housing to Condominiums
and Cooperatives, Chapter 8, p. 6.
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property transfers. "In the third quarter of 1979, 1,106 con¬
dominiums were sold in Washington and yielded $760,158 in re-
4 9
cordation revenue." It has been assumed since few new con¬
dominiums are being built and since the sale of newly converted
condominiums has continued despite the city's moratorium on
some types of conversion, a large portion of this revenue is
attributable to the first sale of converted units.
(5) Local Expenditures
Have local government officials received any new public
service demands from postconversion residents which will change
the level or use of local governmental fiscal resources? Home-
ownership by a larger percentage of residents may bring about
new public service demands which were non-existent with pre¬
conversion renter households. The impact of conversion on
the District's local expenditures may be determined, in part,
by the level of household movement in and out of an area expe¬
riencing conversion. If there is minimal out-migration of
residents during the process, and in-migration of residents
with similar values and tastes, then there should be no new
demands for public services. However, if there are great dif¬
ferences in character of either pre- or post-conversion resi¬
dents, then it is highly likely that new service demands will
be presented to local governmental officials. In the "Final
Report" to the Council of the District of Columbia, the Emer¬
gency Condominium and Cooperative Conversion Commission noted
that "far more households moved from the District to the
‘^^Ibid., Appendix 1, p. 378.
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suburbs, and that very few households moved from the suburbs
to the District," the only way that the number of condominium
households has increased is through the formation of house¬
holds by persons already living in the District.^® Based on
movement patterns of neighborhoods in the northwest sector,
which was the first in the District to experience conversion,
the similarities of pre and postconversion residents make it
highly unlikely that new service demands have been presented
to local officials.
Unlike initial conversion neighborhoods, neighborhoods
which have recently experienced conversion, are more likely to
generate new public service demands. Conversion in revitaliz¬
ing neighborhoods displaces low and moderate income minority
renter households. Because of a slight to moderate change in
the owner/renter ratio in these areas, new public service
demands--increased recreational, garbage collection, etc.--
may be demanded of the local government. Exhibit 5 displays a
map of the District and various levels of conversion activity.
The small level of such activity in the north and southeast
and southwest have not permitted any drastic changes in socio¬
economic groups as yet, and therefore, no new demads for public
services have been experienced. However, if the rapid pace of
conversions continue, the characteristics of the north-south-
east and southwest sectors will change significantly in the
future--and new service demands will be more likely due to a
SODistrict of Columbia City Government, Emergency Condo¬
minium and Cooperative Conversion Commission, "Final Report,"
p. 15 .
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possible increase in households median incomes and an accom¬
panying rise in homeownership and housing values.
V. CONCLUSION
With some exceptions, rental housing conversions do not
generate substantial tax windfalls for local governments.
Only larger metropolitan governments realize additional tax
revenues--which is due primarily to the high level of such
activity in these jurisdictions. Conversions seem to have in¬
creased the District of Columbia's tax base slightly. A
report by the Development Economics Group in 1979, examined
changes in property tax levels between 1972 and 1979 for twenty
buildings converted in the mid 1970s.
Despite over 75% of the units involved in the study
taking advantage of the city's homestead exemption '
enacted in 1977, a 50 percent increase in property
taxes was experienced because of assessment changes
which occurred after conversion.^1
Additional revenue was gained through a recordation tax im¬
posed on all property transfers. Rental housing conversion
in the District, because of assessment practices and the volume
of such activity, has increased tax revenues secured by the
local government.
In the District of Columbia, initial conversions were in
wel1-maintained middle and upper-income neighborhoods where
little revitalization was necessary. During this first stage
(1960-1973) of conversion activity, conversions have had a
^^Development Economic Group, ’’Condominium and Cooperative
Conversion in the District of Columbia," p. 6.
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slight effect on neighborhood income, race, and age mix. The
degree of change is dependent on the level of such activity in
a given neighborhood. The incomes in neighborhoods experiencing
conversion rose, though not to a great extent, because people
living in such neighborhoods generally had at least moderate
incomes. The racial composition of neighborhoods in which
initial conversions occurred changed slightly in that middle-
income blacks bought condominiums in what had frequently been
all white neighborhoods. The spread of conversion to other
low-income neighborhoods has meant the displacement of disad¬
vantaged whites and minorities. Unlike the initial stage of
conversion activity, conversions since 1974 have had a moderate
impact on revitalizing neighborhoods composition. Overall, and
up until this time, conversions have had a slight effect on
socioeconomic characteristics of D.C. neighborhoods; postcon¬
version residents are more likely to be white, have higher in¬
comes, and younger than preconversion residents. However,
there is potential that future conversion activity may, in the
end, have a significant impact on race, income, and age mix in
revitalizing neighborhoods in north- southeast and southwest
Washington, D.C. if more effective conversion controls are not
enacted by the District City Council.
Rental housing conversions have not created any new public
service demands for D.C. city government. Based on Bryan Jones
and Clifford Haufman suggestion that service distribution
within a given community is a function of four basic influences,
of which only one was examined--"the neighborhood's
68
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population characteristics” --service demands have not changed.
As mentioned previously, initial conversion occurred in the
northwest sector of the District. Pre and postconversion house¬
hold characteristics were more similar than dissimilar, and
therefore, public services have remained the same. Whereas,
conversions in revitalizing neighborhoods, due to the change
in neighborhood character, are more likely to alter public
service demands in the north-southeast and southwest neighbor¬
hoods in Washington, D. C. However, the level of conversion
activity in these sectors has not been high enough to bring
about any significant change in neighborhood composition, and
therefore, no change in public services. Yet, there does exist
the potential for change in these neighborhoods composition
if the level of conversion activity increases and is not re¬
stricted in the future.
Recommendations
Rental housing conversion provides the District of Colum¬
bia with additional fiscal resources, however, recently it
has been displacing a large segment of the city's population--
primarily the lower income and elderly households. What should
be done to aid those who are displaced because of this urban
phenomenon? The federal government, and local private industry,
should become partners With the District government in finding
an effective long-range solution.
52David R. Morgan, Managing Urban America, p. 151.
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The federal government's role is vital to the District as
well as the other municipalities experiencing similar problems.
There needs to be increased funding for federal housing assis¬
tance programs such as Section 8 and 202, which assist in pro¬
viding a range of housing opportunities for all income groups
in cities. Housing assistance to low and moderate income
families in need, ought to be a focus of future housing policy.
New housing programs need to be developed which provide
more attractive tax incentives for investment in the
production of new housing and which provide subsidies
in a more efficient and cost effective manner. 53
The authority of local governments to issue tax-exempt
mortgage bonds to finance the construction and rehabilitation
of housing for low and moderate income households should be
supported by the federal government. This authority is vital
to any local strategy for reducing the cost of housing and
stimulating new housing production and rehabilitation.
Community development block grant funds should be used to
provide technical assistance to tenant groups who want to
convert. The technical assistance funds ought to be used to
hire attorneys and other specialists to assist tenant groups
through the process, and also to provide deferred downpayment
assistance loans to help lower income tenants purchase their
buildings .
The local government can also provide subsidies for low
income people to protect their interest in their neighborhoods
5
Committee on Banking, Housing and Urban Affairs, U.S.
Senate, Condominium Housing Issues, p. 7.
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and homes. Subsidies can be in the form of direct payments or
tax relief measures. The District of Columbia should establish:
(1) circuit-breaker tax relief measures (legislation which re¬
duces the impact of taxes on lower income owner occupants and
lower income renters); (2) tax exemptions and abatements (local
governments grant real estate tax exemptions or abatements
which enable tax savings for specified groups); and (3) tax
relief for repairs (low income homeowners under pressure to
repair their homes in conformance with housing codes).
Regulations and disincentives which the District should
consider are: (1) more stringent rent control laws; (2) the
application of speculation taxes (designed to reduce profit on
real estate transactions so that quick turnover and excessive
gains are discouraged); (3) condominium conversion restraints;
(4) zoning restraints; (5) anti-solicitation ordinances (real
estate dealers); and (6) the marketing of neighborhoods
(diversion of intense demand for housing to neighborhoods with
high vacancy rates).
The National Urban Coalition advocates that:
... neighborhood-based organizations composed of people
who have a stake in their community are best suited to
turn conversion activity to the benefit of all neighbor¬
hood residents, to help build stable, economically and
racially diverse neighborhoods from the revived in¬
terest of the middle class and the commitment of long¬
time residents.
Strategies which such organizations should utilize include:
(1) identifying displacement and making the case that
S^National Urban Coalition, "Neighborhood Transition
Without Displacement," p. 3.
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conversions are having a detrimental effect on the neighbor¬
hood supply of low income housing, (2) getting the informa¬
tion out to educate and mobilize other residents of the city,
(3) utilize charitable institutions and their networks, (4)
soliciting the support of local financial institutions, busi¬
ness, and for-profit corporations, C5) develop a working rela¬
tion with historic preservation interests, and (6) neighbor¬
hood organizations should form a city-wide coalition.
In order for rental housing conversions to become a posi¬
tive and integral part of the housing stock for all of the
District's citizens, neighborhood groups need to forge new
alliances with the federal government and local public, pri¬
vate, and nonprofit interests. This alliance, in the long-run,
will help to "build stable, economically, and racially diverse
neighborhoods--conversion which improves the quality of urban
life for all residents."
SSjbid . , p . 38 .
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